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WAVE-TV - Channel 3 (NBC)
Louisville, Kentucky

THE®

NEWS

_ToLEDO | CHANNEL

WTOL-TV - Channel 11 (CBS)
Toledo, Ohio

WIS

THE SPIRIT OF CAROLINA

WIS-TV - Channel 10 (NBC)
Columbia, South Carolina

WLBT-TV - Channel 3 (NBC)
Jackson, Mississippi

THE TRI-STATE'S NEWS LEADER

WEFIE-TV - Channel 14 (NBC)
Evansville, Indiana

KGBT-TV - Channel 4 (CBS)
Harlingen, Texas

 PROUD OF EAST TEXAS

Proud of East Texas

KLTV-TV - Channel 7 {(ABC)
Tyler-Longview, Texas

KTRE-TV - Channel 9 (ABC)
Lufkin-Nacogdoches, Texas

ALABAMA'S NEWS SOURCE

WSFA-TV — Channel 12 (NBC)
Montgomery, Alabama

NERIChannelj

WWAY - WILMINGTON

WWAY-TV - Channel 3 (ABC)
Wilmington, North Carolina

WALB-TV - Channel 10, (NBC)
Albany, Georgia

Coverage You Can Count On!

KCBD-TV - Channel 11 (NBC)
Lubbock, Texas

MOX-TV

The Station For South Mississippl

WLOX-TV — Channel 13 (ABC)
Biloxi-Gulfport, Mississippi

Lake Charles - Lafayette

KPLC-TV - Channel 7 (NBC)

Lake Charles, Lonisiana
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KAIT-TV - Channel 8 (ABC)

Jonesboro, Arkansas
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Letter to Shareholders

or Liberty Corporation, 2001 was a year of significant

change and accomplishment. We continued to outperform

our peers, effectively consolidated our acquisitions,
strengthened our balance sheet, built an administrative and financial
management infrastructure, and strategically invested in ancillary
businesses. As any good journalist learns quickly, a story marked by
such change is best covered by asking the five Ws: Who, What,
‘When, Where, and Why. These are good questions for uncovering
Liberty’s story, and their answers lead naturally to How Liberty will
perform in this changing environment.

First, who is Liberty, what are our holdings, and when did we
begin? Liberty has been a broadcaster for more than 70 years. We
own and operate 15 network affiliated television stations, 13 of
which are No. 1 in their markets. Located in geographically diverse
communities with strong demographic growth, our brand-name
stations are known for their local news and public service. These
profitable franchises, with their station-loyal audiences, generate
high ratings that lead to higher advertising revenues. In addition,
Liberty has a debt-free balance sheet and a portfolio of comple-
mentary investments, including a station-based Internet business.

In the dynamic environment of broadcasting, where are the
operating, political and financial changes occurring? Concurrent
with the worst advertising recession in decades, a new model is
emerging for television operators. It demands innovative marketing
to secure and grow the audience and advertising base, ongoing
attention to operating efficiencies, and extension of successful station
brands to other local platforms. It also requires a reconfirmation of
network partnerships and a commitment to digital technology.

Activism is needed in the political arena to encourage deregulation
as the FCC reviews its position on market caps, duopolies, and
cross ownership. Changes here will likely bring new business strategies
and a new round of acquisitions, partnerships, and divestitures.
The financial model is also changing as those owners with over-
leveraged balance sheets find it increasingly difficult to compete.

So why change? Americans trust and strongly relate to television,
a relationship that was reconfirmed September 11th. Almost 70
percent turn to their stations for news and community events,

substantially more than to any other media. Yer today’s stations

compete for audience share and advertising dollars in a brutally
competitive, complex, and crowded market. It is a market that
requires maximum flexibility and the ability to adapt without delay.
The penalty for procrastination or timidity is significant for those
who are unable or unwilling to change.

Answering the five Ws, then, sets the stage for asking “How?” —
how will Liberty respond? Liberty has successfully reorganized
itself financially, operationally and administratively to be competi-
tive within the realities of today’s media world. Our strategy is
straightforward:

* Optimize our core operations focusing on revenue development
and leveraging scale;

* Extend our brand with Internet and other synergistic initiatives;

* Invest significantly and intelligently in sales/marketing, technol-
ogy, and value enhancing businesses; and

* Maximize our flexibility to take advantage of all alternatives on

a pro-active basis.

This less regulated and more competitive world is one we like.
Our stations generate more revenue, have fewer expenses, spend
less capital, and bring more to the bottom line in terms of market
size and revenue share than our peers. Our stations are community
leaders, the preferred providers of local news and entertainment.
We have a debt-free balance sheet guaranteeing financial flexibility.
Our strong engineering culture ensures an efficient transition to
digital television. We manage with a proactive viewer and advertiser
philosophy that creates wins for both. Our network contracts
reflect and confirm local station strength. We view deregulation
and technology changes as opportunities for expansion.

The dominant position of Liberty’s stations and our strong focus
on sales and marketing kept us ahead of our peers in 2001. We plan
to repeat that in 2002.

Hayne Hipp -
Chairman and CEQ
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LIBERTY CORPORATION AND SUBSIDIARIES

Consolidated Balance Sheets

As of December 31,

(In $000’s) 2001 2000
ASSETS
Current assets:
Cash and cash equivalents $ 35,489 $ 149,003
Receivables (net of allowance for doubtful accounts of $2,250 and

$2,218 in 2001 and 2000, respectively) 40,035 40,561
Program rights 4,678 5,561
Prepaid and other current assets 4,638 46,194
Income taxes receivable 6,719 -
Deferred income taxes 20,272 15,109

Total current assets 111,831 256,428

Property, plant, and equipment
Land 5,639 5,494
Buildings and improvements 37,819 33,152
Furniture and equipment 153,092 152,626
Less: Accumulated depreciation (106,646) (101,593)
89,904 89,679
Intangibles (net of accumulated amortization) 481,413 501,055
Investments and other assets 54,190 48,845
Total assets $ 737,338 § 896,007
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:
Accounts payable and accrued expenses $ 16,919 $ 68,517
Program contract obligations 4,949 5,578
Accrued income taxes 663 138,297
Total current liabilities 22,531 212,392
Deferred income taxes 123,556 92,797
Other liabilities 9,580 9,825
Total liabilities 155,667 315,014
Shareholders’ equity
Common stock (authorized — 50,000,000 shares, no par value,

shares issued and outstanding — 19,749,632 shares in 2001,

19,538,452 shares in 2000) 104,865 99,033
Unearned stock compensation (3,687) -
Retained earnings 480,556 481,270
Accumulated other comprehensive income (loss) 63) 690
Total shareholders’ equity 581,671 580,993
Total liabilities and shareholders” equity $ 737,338 $ 896,007

See Notes to Consolidated Financial Statements.
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LIBERTY CORPORATION AND SUBSIDIARIES

Consolidated Statements of Income

For the Years Ended December 31,

(In $000’s, except per share data) 2001 2000 1999
REVENUES
Station revenues (net of commissions) $ 166,129 $ 161,184 $ 144,044
Cable advertising (net of commissions) and other revenues 12,304 12,488 9,956
Net revenues 178,433 173,672 154,000
EXPENSES
Operating expenses 103,904 95,564 80,390
Amortization of program rights 7,937 5,852 5,855
Depreciation and amortization of intangibles 31,970 21,097 16,770
Corporate, general, and administrative expenses 11,882 12,238 8,200
Total operating expenses 155,693 134,751 111,215
Operating income 22,740 38,921 42,785
Net investment income 3,996 16,696 2,477
Interest expense - 14,366 15,133
Income from continuing operations before income taxes 26,736 41,251 30,129
Provision for income taxes 10,160 16,256 11,499
ncome from continuing operations 16,576 24,995 18,630
DISCONTINUED OQPERATIONS
Income from operations of discontinued operations, net of income taxes - 26,061 25,939
Gain on sale of discontinued operations, net of $131,670 of income taxes - 2,502 -
[ncome from discontinued operations - 28,563 25,939
Net Income $ 16,576 $ 53,558 $ 44,569
EARNINGS PER SHARE: _
Basic earnings per common share from continuing operations $ 0.85 $ 1.27 $ 0.92
Basic earnings per common share from discontinued operations - 1.47 1.37
Basic earnings per common share $ 0.85 $ 2.74 $ 2.29
Diluted earnings per common share from continuing operations $ 0.84 $ 1.27 $ 0.91
Diluted earnings per common share from discontinued operations - 1.45 1.34
Diluted earnings per common share $ 0.84 $ 272 $ 2.25

See Notes to Consolidated Financial Statements.
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THE LIBERTY CORPORATION AND SUBSIDIARIES

Consclidated Statements of Shareholders’ Equity

Unearned Accumulated

Common Convertible Stock Other
Shares Common  Preferred Compen-  Comprehensive  Retained

(Amounts in $000’s except per share data) Outstanding  Stock Stock sation Income (Loss) Earnings Total
Balance at January 1, 1999 18,684 § 70,5565 $ 20,999 $ (7,596) $ 26,749 $ 418,790 $ 529,507
Net income 44,569 44,569
Net unrealized investment losses,

net of taxes (27,940) (27,940)
Dividends - Common Stock -

$0.88 per share (16,835) (16,835)
Dividends - Redeemable Preferred

Stock - $2.10 per share (269) (269)
Dividends - Convertible Preferred

Stock - $1.75 per share {926) (926)
Stock issued for employee benefit

and performance incentive

compensation programs 87 1,353 2,539 3,892
Income tax benefit resulting from

employee exercise of options 1,505 1,505
Stock issued for conversion of

redeemable preferred stock 566 20,721 20,721
Stock issued for conversion of

convertible preferred stock 171 5,968 (5,968) -
Balance at December 31, 1999 19,508 $ 100,112 $ 15,031 $ (5,057) $ (1,191) $ 445329 § 554,224
Net income 53,558 53,558
Net unrealized investment gains,

net of taxes 1,881 1,881
Dividends - Common Stock -

$0.88 per share (17,252) (17,252)
Dividends - Convertible Preferred ,

Stock - $1.75 per share (365) (365)
Stock issued for employee benefit

and performance incentive

compensation programs 285 8,376 5,057 13,433
Income tax benefit resulting from

employee exercise of options 133 133
Stock issued for conversion of

convertible preferred stock 429 15,031 (15,031) -
Stock repurchased (684) (24,619) (24,619)
Balance at December 31, 2000 19,538  § 99,033 — - $ 690 $ 481,270 % 580,993
Net income 16,576 16,576
Net unrealized investment losses,

net of taxes (753) (753)
Dividends - Common Stock -

$0.88 per share (17,290) (17,290)
Stock issued for employee benefit

and performance incentive

compensation programs 452 14,200 (3,687) 10,513
Income tax benefit resulting

from employee exercise of options 1,274 1,274
Stock repurchased (240) (9,642) (9,642)
Balance at December 31, 2001 19,750 $104,865 - $ (3,687) $ (63) $ 480,556 $581,671

@ Comprehensive income (loss), which includes the aggregate of net income and net unrealized investment gains (losses), was $15,823,
$55,439, and $16,629, for 2001, 2000 and 1999 respectively.

See Notes to Consolidated Financial Statements.
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LIBERTY CORPORATION AND SUBSIDIARIES

Consolidated Statements of Cash Flows

For the Years Ended December 31,

(In $000’s) 2001 2000 1999
OPERATING ACTIVITIES
Income from continuing operations $ 16,576 $ 24995 $ 18,630
Adjustments to reconcile income from continuing operations

to net cash provided by (used in) operating activities:

Gain (Loss) on sale of operating assets 147 456 (983)

Realized investment (gains) losses 2,211 (9,981) (143)

Depreciation 16,049 13,807 12,605

Amortization of intangibles 15,921 7,290 4,165

Amortization of program rights 7,937 5,852 5,855

Cash paid for program rights (7,873) (6,362) (6,012)

Provision for deferred income taxes 9,497 737 (2,122)
Changes in operating assets and liabilities, net of effects

of acquisitions:

Receivables 526 (2,321) (2,987)

Other assets 42,865 9,429 (3,436)

Accounts payable and accrued expenses (51,598) 5,825 2,179

Accrued income taxes (128,254) 6,690 5,920

Other liabilities (245) (12,607) 1,259

All other operating activities, net 743 (515) 2,443

Net cash provided by (used in) operating activities of

discontinued operations - (14,516) 16,329
NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES (75,498) 28,779 53,702
INVESTMENT ACTIVITIES
Purchase of property and equipment (13,853) (9,691) (9,184)
Proceeds from sale of property and equipment 750 84 -
Net cash paid for purchase of television stations - (231,312) -
Funding of trust for unremitted television station purchase price - (43,168) -
Investment securities sold 2,755 13,957 15,169
Investment securities matured - - 2,722
Investment securities acquired (12,502) (2,440) (263)
Purchase of investment properties - (1,874) (13,422)
Proceeds from sale of investment properties 2,010 12,947 6,417
Proceeds from sale of subsidiary (net of cash sold) - 567,568 -
Net cash provided by (used in) investing activities of

discontinued operations - 53,216 (27,214)
NET CASH PROVIDED BY (USED IN) INVESTING ACTIVITIES (20,840) 359,287 (25,775)
FINANCING ACTIVITIES
Proceeds from borrowings - 2,628,500 2,625,000
Principal payments on debt - (2,862,500) (2,674,000)
Dividends paid (17,290) (17,617) (18,030
Stock issued for employee benefit and compensation programs 9,756 1,269 3,552
Redemption of preferred stock - - (306)
Repurchase of common stock (9,642) (24,619) -
Net cash provided by financing activities of discontinued operations - 24,012 31,116
NET CASH PROVIDED BY(USED IN) FINANCING ACTIVITIES (17,176) (250,955) (32,668)
INCREASE (DECREASE) IN CASH (113,514) 137,111 4,741)
Cash at beginning of year 149,003 11,892 16,633
CASH AT END OF YEAR $ 35,489 $ 149,003 $ 11,892

See Notes to Consolidated Financial Statements.
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LIBERTY CORPORATION AND

SUBSIDIARIES

Notes to Consolidated Financial Statements

1. Nature of Operations

The Liberty Corporation and Subsidiaries, (“Liberty” or “the
Company”), through its operating subsidiary, Cosmos
Broadcasting, owns fifteen network-affiliated television stations,
principally located in the Southeast and Midwest. In addition,
Cosmos owns CableVantage Inc., a cable advertising sales sub-
sidiary; Take Ten productions, a video production facility; and
Broadcast Merchandising Company, a professional broadcast
equipment dealership.

‘The Company completed the sale of its insurance operations
ori November 1, 2000, as more fully discussed in Note 3. The
insurance operations have been accounted for as discontinued
operations, and accordingly prior period financial statements
and footnotes have been restated to conform to this presentation.

2, Summary of Significant Accounting Policies
Principles of Consolidation

The accompanying consolidated financial statements of The
Liberty Corporation and Subsidiaries include the accounts of the
Company after elimination of all significant intercompany bal-
ances and transactions,

Use of Estimates and Assumptions

Financial statements prepared in accordance with accounting
principles generally accepted in the United States require man-
agement to make estimates and assumptions that affect the
amounts reported in the consolidated financial statements and
accompanying notes to the consolidated financial statements.
Actual results could differ from those estimates and assumptions.

Cash and Cash Equivalents

The Company includes with cash and cash equivalents all
highly liquid investments which mature within three months of
the date of acquisition. The Company routinely enters into
repurchase agreements with banks whereby the Company
makes overnight purchases of government securities using its
available cash balances. The following day, the bank is required
to repurchase the investments from the Company. Overnight
investments of $18,693,000 and $3,394,000 were included in
cash and cash equivalents at December 31, 2001 and 2000,
respectively.

Program Rights

Program rights result from license agreements under which
the Company has acquired rights to broadcast certain television
program material, and are stated at cost less amortization. The
cost of rights acquired is recorded as an asset and a liability
when the program material has been accepted and made avail-
able for broadcast. Amortization is determined using both
straight-line and accelerated methods over the terms of the
license agreements. Carrying amounts are regularly reviewed by
management for indications of impairment and are adjusted
when appropriate to estimated amounts recoverable from future
broadcasts of the applicable program material.

Program Contract Obligations

Program contract obligations represent the gross amounts to
be paid to program suppliers over the life of the contracts.
Program rights acquired through the assumption of program
contract obligations were approximately $7,244,000 and
$5,925,000 for 2001 and 2000, respectively. Commitments for
license agreements that were executed but were not reported in
the accompanying balance sheets because they were not avail-
able for broadcasting were $11,703,000 and $13,505,000 for
2001 and 2000, respectively.

Property, Plant, and Equipment

Property, plant, and equipment are recorded at cost.
Depreciation over the estimated useful lives of the properties is
determined principally using the straight-line method with lives
ranging from 3 to 30 years.

Station Revenues

Station revenues are generated primarily from the sale of tel-
evision advertising time, and are recognized in the period dur-
ing which the time spots are aired. Station revenues are pre-
sented net of agency commissions of $27,185,000,
$26,643,000, and $23,445,000 in 2001, 2000, and 1999,
respectively.

Station revenues also include revenue from network affiliation
contracts. Revenue from network affiliation contracts is recorded
as earned over the life of the contract.

Cable Advertising Revenues

Cable advertising revenues are generated primarily from assist-
ing local cable operators with the sale of commercial time avail-
able in cable network programs. Revenues are recognized in the
period during which the time spots sold by the Company are aired
by the local cable operator. Cable advertising and other revenues
are presented net of commissions of $1,496,000, $1,496,000, and
$1,215,000 in 2001, 2000, and 1999, respectively.

Concentration of Credit Risk

A significant portion of the Company’s accounts receivable
are due from local and national advertising agencies. Such
amounts are generally unsecured.

Barter Transactions

Revenue from barter transactions is recognized when adver-
tisements are broadcast. Barter revenue is recognized based on
the fair value of merchandise or services received by the
Company. Revenue from barter transactions was $3,198,000,
$2,785,000, and $2,365,000 for the years 2001, 2000, and 1999,
respectively.

Merchandise or services received are charged to cost and
expense when received or used. Expense related to barter
transactions was $3,113,000, $2,665,000, and $2,277,000 for
the years 2001, 2000, and 1999, respectively.
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LIBERTY CORPORATION AND

SUBSIDIARIES

Notes to Consolidated Financial Statements

' Realized and Unrealized Investment Gains and Losses

Available-for-sale securities are stated at fair value, with the
unrealized gains and losses, net of tax, reported in other com-
prehensive income. Realized gains and losses and declines in
value judged to be other-then-temporary on available-for-sales
securities are included in net investment income. The cost of
securities sold is based on the specific identification method.
Interest and dividends on securities classified as available-for-
sale are included in other income.

Realized gains and losses on the sale of real estate acquired
for development and resale are included in net investment
income. Realized gains and losses include write-downs for
impaired values of investment assets. The Company establishes
impairments on specific assets at the time the Company judges
the assets to have been impaired and this impairment can be
estimated.

Income Taxes

Income taxes are computed using the liability method
required by Statement of Financial Accounting Standards No.
109, “Accounting for Income Taxes” (“SFAS 109”). Under SFAS
109, deferred tax assets and liabilities are determined based on
the differences between financial reporting and tax basis of
assets and liabilities and are measured using the enacted tax
rates and law that will be in effect when the differences are
expected to reverse.

Statement of Financial Accounting Standards No. 141 & 142

During the second quarter of 2001, the Financial Accounting
Standards Board (“FASB”) issued Statement No. 141, “Business
Combinations,” and Statement No. 142, “Goodwill and Other
Intangible Assets.” Statement No. 141 requires that the purchase
method of accounting be used for business combinations initiat-
ed after June 30, 2001. The Company does not believe that
Statement No. 141 will have a material effect on its financial
statements. Statement No. 142 requires that goodwill and cer-
tain other identified intangibles no longer be amortized to earn-
ings, but instead be reviewed for impairments. The amortization
of goodwill and certain other identified intangibles ceases upon
adoption of the Statement, which for the Company will be
January 1, 2002. The Company believes that the effect of
Statement No. 142 will have a material impact on its financial
statements as its reported amortization expense will be reduced
by approximately $15.3 million in future periods.

Reclassifications

Reclassifications have been made in the 2000 and 1999
Consolidated Financial Statements to conform to the 2001
presentation.

3. Discontinued Operations

On June 19, 2000, the Company entered into a Purchase
Agreement (the “Purchase Agreement”) with Royal Bank of
Canada (“RBC”), a Canadian-chartered bank, pursuant to which

RBC was to acquire from the Company all of the issued and out-
standing shares of capital stock of Liberty Life Insurance
Company, Liberty Insurance Services Corporation, The Liberty
Marketing Corporation, LC Insurance Limited and Liberty
Capital Advisors, Inc., for a total of approximately $648 miltion,
consisting of a dividend from Liberty Life Insurance Company of
up to $70 million and the balance in cash from Royal Bank of
Canada. On September 29, 2000, the shareholders of the
Company approved the purchase agreement described above.
Accordingly, these entities have been treated as discontinued
operations in the accompanying financial statements. The trans-
action closed on November 1, 2000 with Liberty receiving
$567.6 million in net cash proceeds and approximately $16 mil-
lion in non-cash assets (mainly investments in venture capital
funds and low income housing tax credits).

Operating results in 2000 include operations through
September 29, 2000, the date the shareholders approved the
transaction. Results from that date through the date of sale are
included in the gain on the sale of discontinued operations.

Summarized disclosure of the Company's discontinued oper-
ations is as follows:

Year Ended
December 31,

(in $000's} 2000 1999
Revenues $ 278,796 §$ 361,184
Expenses 241,884 324,490
Income from discontinued

operations before taxes 36,912 36,694
Income taxes 10,851 10,755

Income from discontinued operations $ 26,061 $ 25,939

4. Television Station Acquisitions

On February 29, 2000, the Company completed the acquisi-
tion of KCBD, the NBC affiliate in Lubbock, TX in a cash trans-
action for $59.8 million. This purchase was funded using pro-
ceeds from the Company's credit facility.

On December 1, 2000, the Company completed its acquisi-
tion of Civic Communications. The agreed-upon purchase price
for all of the outstanding common stock of Civic
Communications was $204 million. The Company used pro-
ceeds from the sale of its insurance operations, which was com-
pleted November 1, 2000, to fund the transaction. Civic
Communications owned and operated WLBT-TV, the NBC affil-
jate in Jackson, MS, KLTV-TV, the ABC affiliate in Tyler, TX, and
KTRE-TV, the satellite affiliate of KLTV in Lufkin, TX.

The operating results of the acquired businesses are included
in the consolidated statements of income from their respective
dates of acquisition.

Both of the acquisitions were accounted for by the purchase
method of accounting and, accordingly, the purchase price of the
acquired businesses were allocated to underlying assets and lia-
bilities based on fair values. For the Civic Communications acqui-
sition, the purchase price was allocated based on preliminary
estimates which were finalized in 2001 based upon receipt of the
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LIBERTY CORPORATION AND

SUBSIDIARIES

Notes to Consolidated Financial Statements

final appraisal of the television station assets. Intangible assets and
goodwill have been adjusted to reflect the final purchase price.

The purchase price, liabilities assumed, and expenses associ-
ated with the acquisitions exceeded the fair value of the assets
purchased by approximately $289.5 million and was assigned to
intangible assets and goodwill, to be amortized over 40 years.
A summary of the purchase price allocation for the 2000 acqui-
sitions follows:

5. Intangible Assets

Intangibles include Federal Communication Commission
(“FCC") licenses, network affiliations and goodwill, and are
amortized on a straight-line basis principally over 40 years.
Carrying amounts are regularly reviewed by management for
indications of impairment and are adjusted accordingly when
appropriate. Management considers each station’s current and
projected cash flow, along with the current market conditions for
the sale of television stations in assessing the recoverability of

(In $000’s) these intangibles. Based on these factors, management con-
Receivables $ 6,616 cluded that there is no persuasive evidence that a material por-
Program rights 5,835 tion of these intangibles will dissipate over a period shorter than
Other assets 17,402 the assigned amortizable life.
Property, plant and equipment 30,429 The major classifications of intangible assets are as follows:
Other intangibles 1,169
FCC licenses, network affiliation December 31,
agreements, and other assets 221,166 (in $000’s) 2001 2000
Goadwill 68,355 FCC licenses and network affiliations $460,823 § 462,172
Total assets acquired 350,972 Goodwill 75,900 76,243
Goodwill (prior to 1970} 4,071 4,071
Accounts payable 1,724 Other intangibles 4,702 5,763
Program contract obligations 5918 545,496 548,249
Other liabilities 126 Less accumulated amortization (64,083) (47,194)
Deferred tax liability 66,618 $481,413 §$ 501,055
Less liabilities assumed 74,386
Total cost of acquisitions $ 276,586 Amounts not being amortized ($4,071,000) represent the

At the time of closing, the Company agreed to pay a portion
of the purchase price to the Civic Communications stockholders
at a future date. Other current assets at December 31, 2000
include $43.2 million of this unpaid purchase price. A corre-
sponding liability is included in accounts payable and accrued
liabilities. The unpaid purchase price was remitted to the Civic
Communications stockholders during the first quarter of 2001.

The following table sets forth the unaudited pro forma results
of operations as if the acquisitions had been consummated at the
beginning of 2000 and at the beginning of 1999:

(in $000's except per share data) 2000 1999

Net revenues $ 204,588 $ 191,723
Net income $ 36,684 § 32,575
Earnings per basic share $ 1.87 $ 1.66
Earnings per diluted share $ 1.86 § 1.64

The pro forma data give effect in the aggregate to the acquisi-
tion of KCBD-TV, which occurred on February 29, 2000, to the
sale of Liberty’s insurance operations to the Royal Bank of
Canada, which closed on November 1, 2000, and to the acqui-
sition of Civic Communications which occurred on December
1, 2000 as if each had occurred at the beginning of each period
presented.  The pro forma amounts include actual operating
results prior to each respective acquisition and adjustments to
intangible amortization, depreciation, interest expense and
income taxes. These pro forma amounts do not purport to be
indicative of results that would have occurred had the transac-
tions been in effect for the periods presented or that may be
obtained in the future.

excess of the total cost over the underlying value of the tangible
and amortizable intangible assets acquired prior to 1970 (the
effective date of Opinion No. 17 “Intangible Assets” of the
Accounting Principles Board).

6. Investments and Other Assets

The Company realized $1,053,000, $13,987,000, and
$1,794,000 in gains on the sale of available-for-sale securities in
2001, 2000, and 1999, respectively. The Company realized
$15,000, $1,104,000, and $0 in losses on the sale of available-
for-sale securities in 2001, 2000, and 1999, respectively. Gains
and losses on the sale of available-for-sale securities are reported
in net investment income on the face of the income statement.

The major classifications of investments and other assets are
as follows:

December 31,

(in $000’s) 2001 2000
Marketable equity securities $ 7,733 $ 1,569
Private equity investments 7,539 6,026
Private debt securities 3,500 -
Real estate related investments 13,379 14,897
Investments in venture capital funds 8,094 11,323
Investments in low income housing

tax credits 7,311 8,177
Other 6,634 6,853
Total investments and other assets ~ $ 54,190 $ 48,845
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SUBSIDIARIES

Notes to Consolidated Financial Statements

Investments in debt securities and marketable equity securi-
ties are accounted for in accordance with Statement of Financial
Accounting Standards (“SFAS”) No. 115, “Accounting for Certain
Investments in Debt and Equity Securities”. SFAS No. 115
requires that all debt and marketable equity securities be classi-
fied into one of three categories — held to maturity, available-for-
sale, or trading. The Company currently has no securities clas-
sified as held to maturity or trading.

Investments are generally held in the Corporate segment, and
are reported on the following basis:
¢ Marketable equity securities are all considered available-for-

sale and are carried at fair value. The fair values for mar-

ketable equity securities are based on quoted market prices.

¢ Private equity investments, all of which represent an owner-
ship level of less than 20%, are carried at cost, which includes
provisions for impaired value when appropriate.

¢ Private debt securities classified as available-for-sale are stat-
ed at fair value with unrealized gains and losses, after adjust-
ment for deferred income taxes, reported directly in share-
holders’ equity in accumulated other comprehensive income
(loss). Fair values for private debt securities are estimated by
discounting the expected future cash flows using a current
market rate applicable to the yield, credit quality, and maturi-
ty of the investments.

» Real estate related investments consist primarily of residential
land and lots in various stages of development and comple-
tion, and receivables related to prior land sales. The
Company's real estate properties were held for sale at
December 31, 2001 and 2000, and accordingly are carried at
the lower of cost or fair market value less costs to sell.

* Investments in venture capital funds are generally carried at
cost, which includes provisions for impaired value where
appropriate.

* Investments in low income housing tax credits are accounted
for using the cost method, in accordance with Emerging lssues
Task Force 94-1 “Accounting for Tax Benefits Resulting from
Investments in Affordable Housing Projects.” Under the cost
method, any excess of the carrying amount of the investment
over its estimated residual value is amortized over the remain-
ing period during which the Company is to receive tax credits.

7. Revelving Credit Facility

in November 2000, the Company sold its insurance opera-
tions for approximately $648 million (See Note 3). The
Company used approximately $258 million of its net cash pro-
ceeds from this sale to repay its credit facility in full.

The Company had no outstanding debt, nor interest expense,
during 2001. Interest paid, net of amounts capitalized, amount-
ed to approximately $15,005,000 and $16,076,000 in 2000 and
1999, respectively. Interest capitalized amounted to $-0- and
$239,000 in 2000 and 1999, respectively.

In March 2001, the Company entered into a $100 million
unsecured 364-day revolving credit facility with a bank. At the
end of the term of the facility any outstanding principal and

interest will come due, unless the bank, in its sole discretion,
otherwise extends the facility. The facility provides that the funds
drawn may be used for working capital and other general cor-
porate purposes, capital expenditures, repurchases of common
stock, acquisitions, and investments. No draws were made on
this credit facility during 2001.

Subsequent to December 31, 2001 the Company entered into
negotiations with a bank to secure a renewal of this facility.

8. Sharehslders’ Equity

On February 28, 1995, the Company issued 599,985 shares
of Series 1995-A Voting Cumulative Convertible Preferred Stock
having a total redemption value of $20,999,475 or $35.00 per
share in connection with the acquisition of WLOX-TV. Each
share of preferred stock was convertible at the option of the
holder into one share of common stock. The Company had the
right to redeem any or all of the shares from time to time at any
time beginning five years and one month after the date of issue
in exchange for cash, common stock, or a combination of both.
On August 25, 2000, the Company completed the redemption of
all of the outstanding shares of its Series 1995-A Cumulative
Convertible Preferred Stock. Shares were called for redemption
at $35.00 per share plus accrued dividends for the period from
July 1, 2000 through the redemption date (September 5, 2000).
Prior to the redemption date, all shares of the 1995-A Series
were converted into common stock.

The Company has adopted a Shareholder Rights Plan and
declared a dividend of one preferred stock purchase right for
each outstanding share of common stock. Upon becoming exer-
cisable, each right entitles the holder to purchase for a price of
$150.00 one one-hundredth of a share of Series A Participating
Cumulative Preferred Stock. All of the rights may be redeemed
by the Company at a price of $.01 per right until ten business
days (or such later date as the Board of Directors determines)
after the public announcement that a person or group has
acquired beneficial ownership of 20 percent or more of the out-
standing common shares (“Acquiring Person”). Upon existence
of an Acquiring Person, the Company may redeem the rights
only with the concurrence of a majority of the directors not affil-
iated with the Acquiring Person. The rights, which do not have
voting power and are not entitled to dividends, expire on August
7, 2010, The rights are not exercisable until ten business days
after the public announcement that a person has become an
Acquiring Person or after the commencement of a tender offer or
exchange offer if, upon consummation, such person or group
would become an Acquiring Person. If, after the rights become
exercisable, the Company becomes involved in a merger or cer-
tain other major corporate transactions, each right will entitle its
holder, other than the Acquiring Person, to receive common
shares with a deemed market value of twice such exercise price.
There are 10,000,000 shares of preferred stock, no par value per
share authorized for issuance. At December 31, 2001, there
were 140,000 shares of preferred stock that were reserved for
issuance in connection with the Shareholder Rights Plan.
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The Company repurchased through negotiated transactions
and in the open market 240,000 and 684,000 common shares
during 2007 and 2000, respectively.

The components of unrealized appreciation on fixed maturity
securities available for sale and equity securities in the balance
sheet caption accumulated other comprehensive income (see
Note 15) as of December 31 are as follows:

{in $000’s) 2001 2000
Carrying value of securities $ 233 $ 1,569
Amortized cost of securities (334) (507)
Net unrealized appreciation
(depreciation) (101) 1,062
Deferred income taxes 38 (372)
Total $ 63) % 690

9. Employee Benefits

The Company has a postretirement plan that provides medical
and life insurance benefits for qualified retired employees. The
postretirement medical plan is generally contributory with
retiree contributions adjusted annually to limit employer contri-
butions to predetermined amounts. The postretirement life plan
provides free insurance coverage for retirees and is insured with
an unaffiliated company.

Net periodic postretirement benefit cost included the follow-
ing components:

(in $000s) 2001 2000 1999
Service cost $ 26 $ 31 $§ 25
Interest cost 163 149 13
Net periodic postretirement

benefit cost $ 189 $ 180 $ 138

The following schedule reconciles the accumulated postre-
tirement benefit obligation included in other liabilities on the
balance sheets as of December 31, 2001 and 2000:

{in $000’s) 2001 2000
Benefit obligation at beginning

of year $ 2437 § 2075
Service cost 26 31
Interest cost 163 149
Plan participants’ contributions 148 112
Benefits paid (297) 419)
Actuarial (gain)loss (498) 489
Benefit obligation at end of year $ 1,979 § 2437

The following schedule reconciles the status of the
Company's plan with the unfunded postretirement benefit obli-
gation included in its balance sheets at December 31:

(in $000's) 2001 2000
Funded status $ 1979 $ 2437
Unrecognized prior service cost (23) (26)
Unrecognized net (loss) (119) (651)
Accrued postretirement benefit

obligation $ 1,837 § 1,760

The weighted-average discount rate is 7.25% and 7.75% for
2001 and 2000, respectively. At December 31, 2001, a 5.5%
annual rate of increase in the per capita cost of covered medical
benefits is assumed for 2002. The rate is to remain at 5.5% in
2003 and thereafter, At December 31, 2000, a 6% annual rate of
increase in the per capita cost of covered medical benefits is
assumed for 2001. The rate is to decrease to 5.5% in 2002 and
remains at that level thereafter. Assumed health care cost trend
rates have a significant effect on the amounts reported for the
medical plans.

A one-percentage-point change in assumed health care cost
trend rates would have the following effects:

In $000’s 1% Increase 1% Decrease
Effect on total of service

and interest rate components  $ 1 $ M
Effect on postretirement

benefit obligation $15 $(15)

The Company has a retirement and savings plan for substan-
tially all of its employees. The plan has features of both a profit
sharing plan and a voluntary Thrift Plan qualified under Section
401(k) of the Internal Revenue Code. The profit sharing compo-
nent of the Plan allows for contributions to be made to the Plan
at the discretion of the Board of Directors. Contributions for this
component of the Plan were $2,975,000, $2,271,000, and
$1,926,000 in 2001, 2000, and 1999, respectively. The 401(k)
component of the Plan allows employees to contribute to the
Plan and the Company will make a matching contribution of up
to 3% of the employees’ compensation. The Company’s match-
ing contribution percentage may be changed at the discretion of
the Company’s Board of Directors. The Company’s contributions
for this component of the Plan were $1,214,000, $1,088,000,
and $1,042,000 in 2001, 2000, and 1999, respectively.

10. Stock Ownership and Stock Option Plans

The Company has a Performance Incentive Compensation
Program (the “Program”) which provides that the Compensation
Committee of the Board of Directors may grant: (a) incentive
stock options within the meaning of Section 422 of the Internal
Revenue Code; (b) non-qualified stock options; (c) performance
units; (d) awards of restricted shares of the Company's common
stock; (e) awards of unrestricted shares of the Company’s com-
mon stock; (f) phantom stock units; (g) or any combination of the
foregoing to outside directors, officers and key employees pro-
vided, however, that non-employee directors are not eligible to
receive incentive stock options. Only common stock, not to

- 10 -
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exceed 5,000,000 shares, may be delivered under the Program;
and shares so delivered will be made available from the author-
ized but unissued shares or from shares reacquired by the
Company, including shares purchased in the open market. The
aggregate number of shares that may be acquired by any partic-
ipant in the Program is limited to a maximum of 400,000 stock
options during a single calendar year and a maximum of
100,000 shares of other stock-based awards during a single cal-
endar vear. As of December 31, 2001, 51 outside directors, offi-
cers and employees were participants in the Program.

Restricted shares awarded to participants under the Program
generally vest either in equal annual installments or as a lump
sum, generally over a five-year period commencing on the date
the shares are awarded. Vesting of restricted shares may be con-
tingent on the achievement of certain performance goals as
established by the Compensation Committee at the time of the
grant. Non-vested shares may not be assigned, transferred,
pledged or otherwise encumbered or disposed of. During the
applicable restriction period, the Company retains possession of
the certificates for the restricted shares with executed stock pow-
ers attached. Participants are entitled to dividends and voting
rights with respect to the restricted shares.

Stock options under the Program are issued at least at 100%
of the market price on the date of grant, are vested over such
period of time, which generally may not be less than one year,
as may be established by the Compensation Committee, and
expire no more than ten years after the grant. As required by the
Program, the sale of the Company’s insurance operations on
November 1, 2000, resulted in the vesting of all of the then out-
standing stock options.

Of the non-qualified options outstanding, 305,278 were exer-
cisable at December 31, 2001; 987,485 were exercisable at
December 31, 2000; and 358,842 were exercisable at
December 31, 1999. The options expire on various dates begin-
ning June 15, 2003, and ending October 4, 2011.

In accordance with the provisions of Statement of Financial
Accounting Standards No. 123, “Accounting for Stock-Based
Compensation” (“SFAS 123"}, the Company has elected to fol-
low Accounting Principles Board Opinion No. 25, “Accounting
for Stock Issued to Employees” (“APB 25”) and related interpre-
tations in accounting for its plans and does not recognize com-
pensation expense for its stock-based compensation plans other
than for awards of restricted shares. Expense is recognized over
the vesting period of the restricted shares. Expense related to
restricted shares totaled $757,000 for the year ended December
31, 2001. Commensurate with the sale of the Company’s insur-
ance operations on November 1, 2000, all of the then outstand-
ing restricted stock vested. The expense related to this required
vesting was included in the gain on the sale of discontinued
operations. Prior to the sale of the insurance operations, the
Company had expensed approximately $2,438,000 in 2000.
Expense in the aggregate for both the continuing and discontin-
ued operations totaled $1,816,000, for the year ended
December 31, 1999.

Under APB 25, because the exercise price of the Company’s
employee stock options equals the market price of the underly-
ing stock on the date of the grant, no compensation expense is
recognized. Pro forma information regarding net income and
earnings per share is required by SFAS 123, and has been deter-
mined as if the Company had accounted for its employee stock
options under the fair value method of that statement.

The weighted average grant-date estimated fair value of grants
during 2001, 2000, and 1999 using a Black-Scholes option pric-
ing model, and the weighted average assumptions used to deter-
mine the estimated fair value are as follows:

2001 2000 1999

Estimated fair value $ 827 $8.98 $13.00
Underlying assumptions used

to determine estimated

fair value:

Risk free interest rate 4.88% 66%  55%

Dividend yield 2.6% 2.8% 1.8%

Expected stock price volatility 0.23 0.23 0.18

Weighted average expected life 7 years 7 years 7 vears

The Black-Scholes option valuation model was developed for
use in estimating the fair value of traded options that have no
vesting restrictions and are fully transferable. In addition, option
valuation models require the input of highly subjective assump-
tions including the expected stock price volatility,

Because the Company’s employee stock options have charac-
teristics significantly different from those of traded options, and
because changes in the subjective input assumptions can
materially affect the fair value estimate, in management’s opin-
ion, the existing models do not necessarily provide a reliable
single measure of the fair value of its employee stock options.

For purposes of pro forma disclosures the estimated fair value
of the options is amortized to expense over the options' vesting
periods. The Company’s pro forma information is as follows:

(In $000s, except per share amounts) 2001 2000 1999
Net income:
As Reported $16,576 $53,558 $44,569
Pro forma 15,928 50,897 43,618
Basic Earnings per Share:
As Reported $ 085 § 274 § 229
Pro forma 0.81 2.60 2.24
Diluted Earnings per Share:
As Reported $ 084 $ 272 § 225
Pro forma 0.81 2.58 2.19
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The following schedule summarizes activity in the Program during the three years ending December 31, 2001:

Restricted Shares

Non-Qualified Stock Options

Number Market Price Number Average

of Shares at Date Given of Options Exercise Price
Outstanding at January 1, 1999 294,327 930,290 $ 36.58
Awarded 86,305 $ 51.88 86,890 49.79
Vested (41,242) 29.57
Exercised (148,222) 26.50
Forfeited (173,136) 43.54 (28,600) 40.26
Outstanding at December 31, 1999 166,254 840,358 39.60
Awarded 285,560 $ 31.39 261,460 $ 3212
Vested (436,564) 35.36
Exercised (38,565) 30.37
Forfeited {15,250) 51.88 (57,328) 41.97
Outstanding at December 31, 2000 - 1,005,925 $ 37.86
Awarded 125,000 $ 35.55 857,000 $ 33.54
Vested -
Exercised (326,180) 29.91
Forfeited - (392,207) 43.57
QOutstanding at December 31, 2001 125,000 1,144,538 $ 3494

During 2000, in connection with the sale of the Company’s insurance operations, 129,875 unrestricted shares having a grant date

fair value of $30.88 per share were granted to executives of the insurance operations and are included in the awarded and vested

amounts disclosed above.
The following table summarizes information concerning currently outstanding and exercisable stock options:

Number Weighted Average Weighted Average Number Weighted Average
Range of Exercise Prices Out-standing Remaining Life Exercise Price Exercisable Exercise Price
$25.75 - $29.99 26,500 2.06 $ 279 26,500 $ 27.19
$30.00 - $39.99 926,543 9.02 33.56 87,283 33.02
$40.00 - $51.88 191,495 6.00 42.72 191,495 42.72
Total or weighted average 1,144,538 8.36 $ 3494 305,278 $ 38.60

At December 31, 2001, there were 724,138 shares of the Company's stock reserved for future grants under the Program.

12 -
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11. Provision for Income Taxes
The provision (benefit) for income taxes consists of the fol-
lowing:

The following table reconciles income tax computed at the
U.S. federal statutory tax rates to income tax expense:

(In $000s) 2001 2000 1999
{tn $000s) 2001 2000 1999 Federal income tax rate 35% 35% 35%
Continuing operations Rate applied to pre-tax
Current: income $ 9,358 §$ 14,438 §$ 10,545
Federal - § 14,082 $ 12,259 State taxes, net of federal
State and local 663 1,437 1,362 tax benefit 1,503 879 642
Total current 663 15,519 13,621 Tax credits (1,200) (750) (413)
Deferred: Non-deductible
Federal 8,747 672 (1,910 compensation - 761 -
State and local 750 65 (212) Other 499 928 725
Total deferred 9,497 737 (2,122) Provision for income
Total tax provision $ 10,160 $ 16,256 $ 11,499 taxes $ 10,160 $ 16,256 $ 11,499

Discontinued operations  $ - $142,521 $ 10,755

Deferred income taxes reflect the tax effects of temporary dif-
ferences between the carrying amounts of assets and liabilities
for financial reporting purposes and the amounts used for
income tax purposes,

Significant components of the Company's deferred tax liabili-
ties and assets as of December 31, 2001 and 2000 are as fol-
lows:

(in $000's) 2001 2000
Deferred tax liabilities:

Basis in fixed assets $ 12,832 $ 16,038
Basis in intangible assets 110,724 85,929
Other - 1,705

Total deferred tax liabilities 123,556 103,672
Deferred tax assets:

Book over tax partnership losses 973 4,225
Bad debts 869 718

Net operating losses/tax credits/

capital losses 17,731 2,212

Employee benefits 1,914 18,829
Otbher, net 235 -
Valuation reserves (1,450) -
Total deferred tax assets 20,272 25,984

$103,284 §$ 77,688

Net deferred tax liability

As of December 31, 2001, the Company has federal operat-
ing loss carryforwards of approximately $24,725,000, of which
$18,725,000 was generated in 2001 and expires in 2021. The
remaining $6,000,000 were acquired by the Company through
the purchase of WWAY-TV in December, 1998, and expire in
2015. They will be utilized against future earnings, but are lim-
ited to $1,600,000 per year. The Company also has state oper-
ating loss carryforwards of approximately $149,000,000 expir-
ing from 2003 to 2017. The Company utilized state operating
loss carryforwards of approximately $29,000,000 and
$28,000,000 in 2001 and 2000, respectively. The Company
recorded a valuation allowance of $1,450,000 on the state oper-
ating loss carryforwards. Income taxes paid were approximately
$139,399,000, $22,800,000, and $18,376,000 in 2001, 2000,
and 1999, respectively.

12. Quarterly Results of Operations (Unaudited)
Quarterly results of operations for each of the years ended
December 31, 2001 and 2000 are as follows:

(In $000’s, except per share data)
Quarter Ended 2001
March 31 June 30 Sept. 30 Dec. 31
Net revenues $42,165 $47,954 $40,173 $48,141
Operating income $ 3,696 $ 9,233 $ 388 $ 9,423
Income (Loss) from

continuing

operations $ 4,293 $ 7,280 $ (961) $ 5,964
Income from

discontinued

operations $ -3 -3 -3 -

Net income (loss)

Basic earnings
(loss) per share

Diluted earnings
{loss) per share

$ 4,293 $ 7,280 $ (961) $ 5,964
$ 022 6% 037 $ (005 % 0.30

$ 022 % 037 $ (0.05) % 0.30

- 13 -




T

HE LIBERTY CORPORATION AND SU

Notes to Consolidated

BSIDIARIES

Financial Statements

(In $000’s, except per share data) '
Quarter Ended 2000

{$000's, except per share amounts)
For the year ended 2000

March 31 June 30 Sept. 30 Dec. 31 Shares Per
Net revenues $36,959 $44,025 $43,292 $ 49,396 Income (Denom-  Share
Operating income  $ 6,224 $11,737 $10,468 $ 10,492 (Numerator)  inator)  Amount
Income from Income from continuing
continuing operations $ 24,995
operations $ 7887 $ 4412 % 3,993 $ 8,703 Less: Preferred stock
Income from dividends (365)
discontinued Basic EPS from
operations $ 7,510 $10,978 § 7573 $ 2,502 continuing operations:
Net income $15,397 $15,390 $ 11,566 $ 11,205 Income from
Basic earnings continuing operations
per share $ 079 ¢ 079§ 060 $ 057 available to common
Diluted earnings shareholders 24,630 19,379 § 127
per share $ 078 % 078 3% 058 % 057 Effect of Dilutive Securities:
Stock options - 75
13. Earnings Per Share Convertible preferred stock 365 267
The following tables reconcile the numerators and denomi- Diluted EPS from
nators for the basic and diluted earnings from continuing opera- continuing operations:
tions per share calculations for the years ended December 31, Income from
2007, 2000 and 1999: continuing operations
available to common
(8000's, except per share amounts) shareholders
For the year ended 2001 plus assumed conversions $ 24,995 19,721 § 1.27
Shares Per
inhcome  (Denom-  Share ($000’s, except per share amounts)
(Numerator)  inator)  Amount For the year ended 1999
Income from continuing Shares Per
operations $ 16,576 Income (Denom-  Share
Basic EPS from (Numerator) _inator)  Amount
continuing operations: {ncome from continuing
Income from operations $ 18,630
continuing operations Less: Preferred
available to common stock dividends (1,195)
shareholders 16,576 19,581 $ 0.85 Basic EPS from
Effect of Dilutive Securities: continuing operations:
Stock options - 99 Income from
Diluted EPS from continuing operations
continuing operations; available to common
Income from shareholders 17,435 18,992 $ 092
continuing operations Effect of Dilutive Securities:
available to common Stock options - 150
shareholders Redeemable preferred stock 269 210
plus assumed conversions $ 16,576 19,680 $ 0.84 Diluted EPS from
continuing operations:
Income from
continuing operations
available to common
shareholders
plus assumed conversions $ 17,704 19,352 $ 091

- 14 -
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shares when the inclusion of those shares in the calculation
would have an anti-dilutive effect. For the year ended
December 31, 1999, the Company had 544,000 weighted aver-

15. Comprehensive Income
The components of other comprehensive income (loss) and
the related tax effects, for the years 2001, 2000, and 1999 are as

age shares of preferred securities which were not included in the
diluted income from continuing operations per common share

follows:

calculation as their effect was anti-dilutive. {in $000’s) Amount Income Tax Amount
Before (Expense)  Net of
14. Fair Values of Financial Instruments 2001 Taxes Benefit Taxes
SFAS No. 107, “Disclosures about Fair Value of Financial Unrealized gain on
Instruments” requires the disclosure of the estimated fair value of available for sale
all financial instruments, including both assets and liabilities securities $ 1,029 $ (391) $ 638
unless specifically exempted. The following methods were used Less: reclassification
to estimate the fair values of the Company's financial instru- adjustment for losses
ments. realized in net income  (1,130) 429 (701)
¢ Cash and cash equivalents: The carrying amounts reported in Net unrealized loss $ (101) % 38 $ (63)
the balance sheet for these instruments approximate their fair Total comprehensive
values. income (loss) $ (101) $ 38 $ (63)
e Receivables, income taxes receivable, and accounts payable:
The carrying amounts reported in the balance sheet for these
instruments approximates their fair value due to the short (in $000’s) Amount Income Tax Amount
maturity of these items. Before (Expense)  Net of
* Program contract obligations: Fair values on program contract 2000 Taxes Benefit Taxes
obligations is estimated to approximate their carrying value as Unrealized gain on
a result of their short term nature. available for sale
* Private debt securities: The carrying amounts reported in the securities $ 323 $ (113 $ 210
balance sheet for these securities approximates their fair Less: reclassification
value. Fair values are estimated by discounting the expected adjustment for
future cash flows using a current market rate applicable to the gains realized in
yield, credit quality, and maturity of the investments. net income 739 (259) 480
¢ Marketable equity securities: The fair values for the avaitable- Net unrealized income $ 1,062 $ 372 $ 690
for-sale marketable equity securities are based on quoted mar- Total comprehensive
ket prices. income $ 1,062 $ 372 $ 690
* Investments in private equity securities, venture capital funds
and low income housing tax credits: The Company deter-
mined that it was not practicable to estimate the fair vatues of {in $000’s) Amount Income Tax Amount
its private equity, venture capital and low income housing tax Before (Expense)  Net of
credit investments because of a lack of primary and second- 1999 Taxes Benefit Taxes
ary market prices and the inability to estimate fair values with- Unrealized losses on
out incurring excessive costs. available for sale
securities $ (312) $ 110 $ (202
Less: reclassification
adjustment for losses
realized in net income {1,521) 532 (989)
Net unrealized losses $(1,833) $ 642 §(1,191)
Total comprehensive
income (loss) $(1,833)  § 642 501,191
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16. Segment Information

The Company operates primarily in the television broadcasting and cable advertising businesses. The Company currently owns and
operates fifteen television stations, located principally in the Southeast and Midwest. Each of the stations is affiliated with a major net-
work, with eight NBC affiliates, five ABC affiliates, and two CBS affiliates. The Company evaluates segment performance based on

operating income, excluding unusual or non-operating items.

The following tables summarize financial information by segment for the periods ended December 31, 2001, 2000, and 1999,

respectively:

As of and for the year ended December 31, 2001

(in $000’s) Broadcasting Cable Corporate & Other Total
Revenues (net of commissions) $ 166,129 $ 11,127 $ 1,177 $ 178,433
Expenses:

Operating 100,811 10,071 12,841 123,723

Depreciation and amortization 29,485 603 1,882 31,970
Total operating expenses 130,296 10,674 14,723 155,693
Operating income 35,833 453 (13,546) 22,740
Net investment income 3,996 3,996
Interest expense - -
Income from continuing operations

before income taxes $ 26,736
Segment assets $ 597,251 $ 5,006 $ 135,081 $ 737,338
Expenditures for property and equipment $ 10,734 $ 643 $ 2476 $ 13,853

As of and for the year ended December 31, 2000

(in $000's) Broadcasting Cable Corporate & Other Total
Revenues (net of commissions) $ 161,184 $ 10,748 $ 1,740 $ 173,672
Expenses:

Operating 87,038 9,578 17,038 113,654

Depreciation and amortization 19,033 592 1,472 21,097
Total operating expenses 106,071 10,170 18,510 134,751
Operating income 55,113 578 (16,770) 38,921
Net investment income 16,696 16,696
Interest expense 14,366 14,366
Income from continuing operations

before income taxes $ 41,251
Segment assets $ 633,103 $ 4,418 $ 258,486 $ 896,007
Expenditures for property and equipment $ 9,032 $ 611 $ 48 $ 9,691

As of and for the year ended December 31, 1999

{In $000’s) Broadcasting Cable Corporate & Other Total
Revenues (net of commissions) $ 144,044 $ 9,728 $ 228 $ 154,000
Expenses:

Operating 78,605 7,368 8,472 94,445

Depreciation and amortization 14,965 426 1,379 16,770
Total operating expenses 93,570 7,794 9,851 111,215
Operating income 50,474 1,934 (9,623) 42,785
Net investment income 2,477 2,477
Interest expense 15,133 15,133
[ncome from continuing operations

before income taxes $ 30,129
Segment assets $ 295,208 $ 499 $ 78,453 $ 378,657
Expenditures for property and equipment $ 8,670 $ 514 $ - $ 9,184

- 16 -
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17. Commitments and Contingencies

The Company and its subsidiaries are defendants in various
lawsuits arising in the ordinary course of business. [t is the opin-
ion of management and legal counsel that these actions will not
have a material effect on the financial position or results of oper-
ations of the Company. The Company has lease agreements for
broadcast, data processing, and telephone equipment, along
with rent for certain office space. Most of these agreements have
optional renewal provisions covering additional periods of one
to ten years, All leases were made in the ordinary course of
business and contain no significant restrictions or obligations.
Annual rental expense amounted to approximately $1,533,000,
$1,238,000 and $991,000 in 2001, 2000, and 1999, respectively.

Future commitments under operating leases are shown
below:

Year (in $000°s)
2002 $ 823
2003 740
2004 420
2005 371
2006 246
Thereafter 221
Total $2,821

The Company has also entered into commitments for various
television programming rights for which the license periods have
not yet commenced. See the caption “Program Contract
Obligation” included in Note 2 for further details.

The Company also has committed to make certain invest-
ments in its venture capital funds when called by the fund’s
manager and to provide additional financing related to certain of
its private debt holdings. The Company anticipates additional
funding related to its venture capital portfolio of $1,700,000
over the next two to five years, and funding of its private debt
and equity holdings of approximately $7,100,000 during 2002.

Management’s Responsibility for Financial Reporting

The consolidated financial statements included in this Annual
Report have been prepared by management, which is responsi-
ble for the integrity and fair presentation of the financial data and
related disclosures. The consolidated financial statements are in
accordance with accounting principles generaily accepted in the
United States and necessarily include amounts that are based on
management's estimates and assumptions.  Management
believes that the consolidated financial statements fairly reflect
the Company’s financial position and results of operations.

To gather and control financial data, the Company maintains
accounting systems supported by internal controls that provide
reasonable assurance over the preparation of reliable financial
statements. Management believes that a high level of internal
control is maintained by the selection and training of qualified

personnel and by the establishment and communication of
accounting and business policies.

Ernst & Young LLP, independent auditors, are engaged to audit
and to render an opinion as to whether the Company’s financial
statements, considered in the entirety, present the Company’s
financial condition and operating results fairly. Their audit is con-
ducted in accordance with auditing standards generally accepted
in the United States, and their report is included on the following
page.

The Audit Committee of the Board of Directors, composed of
three outside directors, reviews the Company’s accounting and
auditing policies and meets regularly with the Company’s inde-
pendent auditors.
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Report of Independent Auditors

To The Board of Directors and Shareholders
The Liberty Corporation

We have audited the accompanying consolidated balance sheets of The Liberty Corporation and subsidiaries as of
December 31, 2001 and 2000, and the related consolidated statements of income, shareholders' equity and cash flows
for each of the three years in the period ended December 31, 2001. These financial statements are the responsibility of
the Company's management. Our responsibility is to express an opinion on these financial statements based on our
audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States. Those stan-
dards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the con-
solidated financial position of The Liberty Corporation and subsidiaries at December 31, 2001 and 2000, and the con-
solidated results of their operations and their cash flows for each of the three years in the period ended December 31,
2001, in conformity with accounting principles generally accepted in the United States.

Sant ¥ MLLP

Greenville, South Carolina
February 4, 2002

Selected Financial Dara

(In $000's, except per share data) 2001 2000 1999 1998 1997
Net revenues * $ 178,433 $ 173,672 $ 154,000 $ 137,626 $ 119,599
Income from continuing operations $ 16,576 $ 24995 $ 18,630 $ 21,391 §$§ 19,125
Income (loss) from discontinued operations - $ 28563 $ 25939 $ (3,6300) $§ 55,826
Net income $ 16576 $ 53,558 & 44569 $ 17,761 $ 74,951
Income from continuing operations

per diluted share $ 0.84 $ 1.27 % 091 $ 099 $ 0.85
Dividends Per Common Share $ 088 § 088 % 088 $ 0.86 § 0.785
Assets $ 737,338 $ 896,007 $ 858,302 3% 894,388 $1,003,671
Notes, Mortgages and Other Debts - - $ 234,000 $ 285,000 $ 191,914
Redeemable Preferred Stock - - - % 20967 $ 37,369
Shareholders' Equity $ 581,671 $ 580,993 $ 554,224 $ 529,507 $ 674,447

*See Note 4 regarding television station acquisitions made during 2000 and 1998.
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The Liberty Corporation is a holding company with operations
primarily in the television broadcasting industry. The Company’s
television broadcasting subsidiary, Cosmos Broadcasting, con-
sists of fifteen network-affiliated stations principally located in the
Southeast and Midwest, a cable advertising company, a video
production company and a professional broadcast equipment
dealership. Nine of the Company’s television stations are affiliat-
ed with NBC, four with ABC, and two with CBS.

Prior to September 29, 2000, the Company was also engaged
in the insurance industry. On September 29, 2000, the
Company's shareholders approved the sale of the Company’s
insurance operations to the Royal Bank of Canada for $648 mil-
lion. The sale closed on November 1, 2000. Accordingly, these
entities have been treated as discontinued operations in the
accompanying financial statements (see Note 3 of the
Consolidated Financial Statements).

FORWARD-LOOKING INFORMATION

The Private Securities Litigation Reform Act of 1995 provides a
“safe harbor” for forward-looking statements. Certain informa-
tion contained herein or in any other written or oral statements
made by, or on behalf of the Company, are or may be viewed as
forward-looking. The words “expect”, “believe”, “anticipate” or
similar expressions identify forward-looking statements.
Although the Company has used appropriate care in developing
any such forward-looking information, forward-looking informa-
tion involves risks and uncertainties that could significantly
impact actual results. These risks and uncertainties include, but
are not limited to, the following: changes in national and local
markets for television advertising; changes in general economic
conditions, including the performance of financial markets and
interest rates; competitive, regulatory, or tax changes that affect
the cost of or demand for the Company’s services; and adverse lit-
igation results. The Company undertakes no obligation to pub-
licly update or revise any forward-looking statements, whether as
a result of new information, future developments, or otherwise.

SIGNIFICANT EVENTS AND TRANSACTIONS

On February 29, 2000, the Company completed the acquisi-
tion of KCBD, the NBC affiliate in Lubbock, TX in a cash trans-
action for $59.8 million. The transaction was accounted for as
a purchase, and accordingly, its results of operations are includ-
ed in the accompanying consolidated financial statements since
the date of acquisition. This purchase was funded using pro-
ceeds from the Company’s credit facility.

On June 19, 2000, the Company entered into a purchase
agreement with Royal Bank of Canada (“RBC"), a Canadian-
chartered bank, pursuant to which RBC was to acquire from the
Company all of the issued and outstanding shares of capital
stock of the companies comprising its insurance operations, for
a total of approximately $648 million, consisting of a dividend
from Liberty Life Insurance Company of up to $70.0 million and
the balance in cash from Royal Bank of Canada. On September
29, 2000, the Company's shareholders approved the purchase
agreement, and on November 1, 2000 the Company completed
the sale to RBC. Accordingly, these entities have been treated as
discontinued operations in the accompanying financial state-
ments (see Note 3 of the Consolidated Financial Statements).

On November 1, 2000, using proceeds from the sale of its
insurance operations, the Company repaid its revolving credit
facility in full.

On December 1, 2000, the Company completed its acquisition
of Civic Communications. The agreed upon purchase price for all
of the outstanding common stock of Civic Communications was
$204 million. The Company used proceeds from the sale of its
insurance operations to fund the transaction. Civic
Communications owned and operated WLBT-TV, the NBC affili-
ate in Jackson, MS, KLTV-TV, the ABC affiliate in Tyler, TX, and
KTRE-TV, the satellite affiliate of KLTV in Lufkin, TX.

On August 25, 2000, the Company completed the redemp-
tion of all of the outstanding shares of its Series 1995-A
Cumulative Convertible Preferred Stock. Shares were called for
redemption at $35.00 per share plus accrued dividends for the
period from July 7, 2000 through the Series 1995-A redemption
date (September 5, 2000). Prior to the redemption date, all
shares of the 1995-A Series were converted into common stock.

On May 25, 1999 (“the Series 1994-A and Series 1994-B
redemption date”) the Company completed the redemption of all
of the outstanding shares of its 1994-A Series voting cumulative
preferred stock, and its 1994-B Series voting cumulative preferred
stock. Shares were to be redeemed at $35.00 per share and $37.50
per share for the 1994-A and 1994-B preferred stock, respectively,
plus accrued interest from April 1, 1999 through the redemption
date. Prior to the redemption date, all shares of the 1994-A Series
were converted into common stock, and all but 8,170 shares of the
1994-B Series were converted into common stock.

SIGNIFICANT ACCOUNTING POLICIES AND
ASSUMPTIONS

Financial statements prepared in accordance with accounting
principles generally accepted in the United States require man-
agement to make estimates and assumptions that affect the
amounts reported in the consolidated financial statements and
accompanying notes to the consolidated financial statements.
Actual results could differ from those estimates and assumptions.
Program rights result from license agreements under which the
Company has acquired rights to broadcast certain television pro-
gram material, and are stated at cost less amortization. The cost
of rights acquired is recorded as an asset and a liability when the
program material has been accepted and made available for
broadcast. Amortization is determined using both straight-line
and accelerated methods over the terms of the license agree-
ments. Carrying amounts are regularly reviewed by manage-
ment for indications of impairment and are adjusted when
appropriate to estimated amounts recoverable from future
broadcasts of the applicable program material. Advertising rev-
enue for the specific program contracts may not continue to
equal or exceed the amortization being taken and additional
adjustments may be necessary in the future.

Station revenues are generated primarily from the sale of
television advertising time, and are recognized in the period dur-
ing which the time spots are aired. Station revenues also include
revenues from network affiliation contracts. Revenues from net-
work affiliation contracts are recorded as earned over the life of
the contract.

Cable advertising revenues are generated primarily from
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assisting local cable operators with the sale of commercial time
available in cable network programs. Revenues are recognized
in the period during which the time spots sold by the Company
are aired by the local cable operator.

Realized investment gains and losses are recognized using the
specific identification method to determine the cost of investments
sold. Gains and losses on the sale of real estate acquired for
development and resale are included in net investment income.
Realized gains and losses include write-downs for impaired values
of investment assets. The Company establishes impairments on
specific assets at the time the Company judges the assets to have
been impaired and this impairment can be estimated. Changes in
market conditions could significantly impact our judgments and
require further adjustments to these balances.

Deferred tax assets and liabilities are based on estimated timing
differences between the book and tax basis of assets and liabilities.
These estimates may be affected by future changes in enacted tax
fegislation. Deferred tax assets are subject to periodic recoverabil-
ity assessments. Realization of our deferred tax assets is principally
dependent upon our achievement of projected future taxable
income. Our judgments regarding future profitability may change
due to future market conditions, among other factors. These
changes, if any, may require possible material adjustments to
these deferred tax asset balances.

SEASONALITY OF TELEVISION REVENUES

The Company'’s revenues are usually subject to seasonal fluctua-
tions. The advertising revenues of the stations are generally highest
in the second and fourth quarter of each year, due in part to increas-
es in consumer advertising in the spring and retail advertising in the
period leading up to and including the holiday season. Additionally,
advertising revenues in even-numbered years tend to be higher as
they benefit from advertising placed by candidates for political
offices, and demand for advertising time in Olympic broadcasts.

From time to time, proposals have been advanced in the U.S.

Congress and at the Federal Communications Commission to require
television broadcast stations to provide advertising time to political
candidates at no or reduced charge, which would eliminate in whole
or in part advertising revenues from political candidates.

SUMMARY OF CONSOLIDATED RESULTS
The Year 2001 Compared With 2000

(in $000’s) 2001 2000 Change
National $ 61,476 $§ 53,756 $ 7,720
Local & regional 118,152 104,693 13,459
Political 1,957 14,242 (12,285)
Network 7,894 10,742 (2,848)
Other broadcasting 3,835 4,394 (559)
Gross station revenue 193,314 187,827 5,487
Agency commissions (27,185)  (26,643) (542)
Station revenues

(net of commissions) 166,129 161,184 4,945
Cable and other

(net of commissions) 12,304 12,488 (184)
Net Revenues $178,433 §$ 173,672 4,761

Net revenues were $178.4 million for the year ended
December 31, 2001, an increase of $4.7 million over the $173.7
million reported for 2000. Net station revenues were $166.1
million for 2001, an increase of $4.9 million over the $161.2
million reported for 2000. The acquisitions of KCBD in February
2000, and WLBT, KLTV, and KTRE in December 2000, accounted
for $29.6 million of the revenue in 2001. On a pro forma basis,
as if the Company held all of its current stations for the full year of
2000, net station revenue decreased 13%. National revenue
increased $7.7 million, due mainly to the four station acquisitions
completed during 2000. On a pro forma basis national revenue
was down 3%. Local and regional revenue increased $13.5 mil-
lion, mainly due to the four stations acquired during 2000. On a
pro forma basis local and regional revenue was down 7%. The
decreases in national and local and regional revenue on a pro
forma basis were due to the general weakness in the advertising
industry during 2001. This general weakness was exacerbated by
the events of September 11th, as a number of advertisers cancelled
or reduced schedules at that time. Political revenue was $2.0 mil-
lion in 2001, down $12.2 million from the prior year level as 2001
was an off year in the biannual political cycle.

Cable and other revenues were $12.3 million for the year
ended December 31, 2001, a decrease of $0.2 million over the
$12.5 million reported for 2000.

Operating expenses (including the amortization of program
rights) were $111.8 million for the year ended December 31,
2001, an increase of $10.4 million over the $101.4 million report-
ed for 2000. The broadcasting segment’s operating expenses were
$100.8 million for 2001, an increase of $13.8 million over the
$87.0 million reported for 2000. On a pro forma basis, broadcast
operating expenses decreased 5%. This decrease is due to lower
levels of commission paid to local sales personnel as a result of a
fower revenue base in 2001, reductions in promotional expenses,
and a reduction in personnel implemented during 2001. Cable
operating expenses were $10.1 million for 2001, an increase of
$0.5 million over the $9.6 million reported for 2000. The
increase in cable advertising operating expenses is attributable
mainly to its expansion to new locations. Operating expenses
associated with the Company’s other operations were approxi-
mately $0.9 million in 2001 and $4.8 million in 2000. Of the
amount in 2000, $4.4 million relates to the phase-out and wind
up of the Company’s direct mail coupon business.

Depreciation and amortization was $32.0 million for the year
ended December 31, 2001, an increase of $10.9 million over
the $271.1 million reported for 2000. The increase in deprecia-
tion and amortization expense is attributable to the four station
acquisitions completed during 2000.

Corporate, general, and administrative expenses were $11.9
million for the year ended December 31, 2001, a decrease of
$0.3 million over the $12.2 million reported for 2000. The
decrease in corporate, general, and administrative expenses is
due to lower levels of corporate charitable contributions and
consulting fees, offset by certain costs associated with the relo-
cation of the Company’s headquarters, and the non-capitaliz-
able portion of expenses related to the implementation of new
accounting and payroll systems.
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Net investment income reported for the year ended December
31, 2001 was $4.0 million, a decrease of $12.7 million from the
$16.7 million reported for 2000. The decrease was due mainly to
realized gains in the Company’s investment portfolio in 2000, and
additional interest income earned on the residual insurance sale
proceeds that were not present during 2001. Also, during the third
quarter of 2001 the Company recognized a $3.2 million charge
related to the determination that certain of its venture capital
investments had carrying values in excess of their fair values, and
that certain of those excesses were other than temporary.

No interest expense was reported for the year ended
December 31, 2001 as the Company paid off its credit facility
during 2000 with proceeds from the sale of its insurance opera-
tions. Interest expense of $14.4 million was reported for the
year ended December 31, 2000.

The effective tax rate was 38% and 39% for 2001 and 2000,
respectively.

The Year 2000 Compared With 1999

(in $000’s) 2000 1999 Change
National $53,756 $52,726 $ 1,030
Local & regional 104,693 94,848 9,845
Political 14,242 4,442 9,800
Netwaork 10,742 12,042 (1,300)
Other broadcasting 4,394 3,431 963
Gross station revenue 187,827 167,489 20,338
Agency commissions (26,643) (23,445) (3,198)
Station revenues

{net of commissions) 161,184 144,044 17,140
Cable and other

(net of commissions) 12,488 9,956 2,532
Net Revenues $173,672 $154,000 19,672

Net revenues were $173.7 million for the year ended
December 31, 2000, an increase of $19.7 million over the
$154.0 million reported for 1999, Net station revenues were
$161.2 million, for 2000, an increase of $17.1 million over the
$144.0 million reported for 1999. The 2000 acquisition of
KCBD in February, and WLBT, KLTV and KTRE in December,
accounted for $10.9 million of this increase. Adjusting for the
impact of the acquisitions, net station revenue increased $6.2
million. On a same station basis, an increase of $9.7 million in
political revenues was partially offset by a $1.9 million decrease
in national revenues and a $1.7 million decrease in network
compensation. The decrease in network compensation is main-
ly attributable to an agreement the Company signed in 1998
whereby the compensation that it was to receive for its two CBS
stations was to be reduced over a four-year period. The
Company is in the third year of this agreement.

Cable and other revenues were $12.5 million for the year
ended December 31, 2000, an increase of $2.5 million over the
$10.0 million reported for 1999. The Company’s direct mail
coupon business accounted for $1.3 million of this increase.

Operating expenses (including the amortization of program
rights) were $101.4 million for the year ended December 31, 2000,
an increase of $15.2 million over the $86.2 million reported for
1999. Broadcasting operating expenses were $87.0 million for

2000, an increase of $8.4 million over the $78.6 million reported
for 1999. Excluding the impact of the four stations acquired in
2000, broadcast operating expenses increased $3.0 million as
compared with those of 1999. Cable operating expenses were
$9.6 million for 2000, an increase of $2.2 million over the $7.4
million reported for 1999. The increase in cable advertising oper-
ating expenses is attributable to the growth at its existing locations,
and its expansion to new locations. Operating expenses associat-
ed with the Company’s other operations were approximately $4.8
million. Of this amount $4.4 million relates to the phase-out and
wind up of the Company’s direct mail coupon business.

Depreciation and amortization was $21.1 million for the year
ended December 31, 2000, an increase of $4.3 million over the
$16.8 million reported for 1999. The increase in depreciation
and amortization expense is attributable to the four station
acquisitions completed during 2000.

Corporate, general, and administrative expenses were $12.2
million for the year ended December 31, 2000, an increase of
$4.0 million over the $8.2 million reported for 1999. The
increase in corporate, general, and administrative expenses is
due to higher levels of corporate charitable contributions and
consulting fees, in 2000 as compared to 1999, and to the timing
of the forfeiture of previously expensed but unearned perform-
ance related restricted stock grants in 1999,

Net investment income reported for the year ended December
31, 2000 was $16.7 million, an increase of $14.2 million over the
$2.5 million reported for 1999.  The increase was due to realized
gains from the Company’s investment portfolio, and additional
interest income earned on the residual insurance sale proceeds.

Interest expense reported for the year ended December 31,
2000 was $14.4 million, a decrease of $0.7 million from the $15.1
million reported for 1999, The decrease in interest expense is due
to higher average levels of debt during most of the year as a result
of the KCBD acquisition in February of 2000, more than being fully
offset by an absence of interest expense during November and
December of 2000, as the Company’s debt was repaid in full in
November with the proceeds from the insurance operations sale.

The effective tax rate was 39% and 38% for 2000 and 1999
respectively.

Broadcast Cash Flow Information

{In $000s) 2001 2000 1999
Operating income $22,740 $ 38,921 §$ 42,785
One time charges (1) - 3,198 -
Adjusted operating income 22,740 42,119 42,785
Add:
Depreciation and amortization 31,970 21,097 16,770
Adjusted for network

compensation due

versus accrued 673 - -
Non-cash compensation 2,122 1,211 256
Operating cash flow 57,505 64,427 59,811
Corporate cash expenses 10,944 11,028 7,946
Broadcast cash flow $68,449 §$ 75,455 $§ 67,757

(1) Adjustment to exclude the net impact in 2000 related to the phase-
out and winding up of the Company’s direct mail coupon operations
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Additional measures of broadcasting performance are based
on cash flow. Broadcast cash flow information is included
because such data is commonly used as a performance measure
for broadcasting companies by investors for, among other items,
measuring a company'’s debt, and debt service capacity.

Broadcast cash flow for 2007 was $68.4 million, a decrease
of $7.1 million as compared to the $75.5 million reported for
2000. On a pro forma basis, as if the Company held all of its
current stations for the full year of 2000, broadcast cash flow
decreased 24% year-over-year,

This cash flow information is not, and should not be used as,
an alternative or substitute for the net income or cash flows
included in the Company’s Consolidated Financial Statements,
and is not a measure of financial performance under generally
accepted accounting principles. As the calculation of broadcast
cash flow is before corporate expenses, interest expense, and
income taxes, it is not necessarily indicative of the funds that are
available for management’s discretionary use.

Intangible assets of $481.4 million at December 31, 2001 and
$501.1 million at December 31, 2000, arose in the acquisition
of television stations and are comprised primarily of Federal
Communication Commission licenses. Intangible assets are prin-
cipally amortized over a 40-year period and represent approxi-
mately 67% of total assets at December 31, 2001 and 56% of
total assets at December 31, 2000. Intangible assets represented
83% and 86% of shareholders’ equity at December 31, 2001
and December 31, 2000, respectively. Management considers
each station’s current and projected cash flow, along with the
current market conditions for the sale of television stations in
assessing the recoverability of these intangibles. Based on these
factors, management concluded that there is no persuasive evi-
dence that a material portion of these intangibles will dissipate
over a period shorter than the assigned amortizable life.

INVESTMENTS

During the year ended December 31, 2001, the Company
had net investment income of $4.0 million. The majority of this
was related to gains on the sale of marketable equity securities,
and interest income earned on cash balances. Historically, the
Company has acquired most of the equities in its investment
portfolio as, and realized gains from the sale of, distributions of
publicly traded stocks from its venture capital investments. At
December 31, 2001, approximately 17% of the Company’s
investment portfolio was comprised of marketable equity securi-
ties, 55% in private debt and equity securities, and 28% in real
estate related investments.

Other long-term investments, included in the caption “invest-
ments and other assets” on the balance sheet, include private
equity investments, venture capital funds, and investments in
low income housing tax credits. The Company has determined
that it is not practicable to estimate the fair values of these
investments because of a lack of primary and secondary market
prices and the inability to estimate fair values without incurring
excessive costs. Also included in “investments and other assets”
are the Company’s investments in private debt securities. Fair
values for private debt securities are estimated by discounting

the expected future cash flows using a current market rate appli-
cable to the yield, credit quality, and maturity of the investments.
Further discussion of investments and valuation is contained in
Notes 6 and 14 to the Consolidated Financial Statements.

LIQUIDITY AND CAPITAL RESOURCES

The Company's short-term cash needs consist primarily of
working capital requirements, and dividends to shareholders.
Historically, Liberty’s operations have provided sufficient liquid-
ity for the operations of the Company.

At December 31, 2000, the Company had an income tax liabil-
ity of approximately $132 million related to the sale of its insurance
operations, which was remitted during the first quarter of 2001.
The Company used a portion of the $149 million of cash that was
on its balance sheet at December 31, 2000 to fund this payment.

The Company's primary long-term cash needs are the possi-
ble need for capital should the Company identify an appropriate
acquisition opportunity, and the expenditures associated with
implementing high definition television broadcast operations,
While exact costs are not presently known, the additional capi-
tal expenditures required over the next several years to comply
with the FCC high definition television implementation deadline
are anticipated to be approximately $25.0 million to $35.0 million.

On a consolidated basis, Liberty's net cash used in operating
activities was $75.5 million for 2001 compared with cash provid-
ed by operating activities of $28.8 million for 2000 and $53.7 mil-
lion for 1999. The decrease in cash provided by operating activi-
ties is due to the payment in 2001 of approximately $132 million
of income taxes related to the sale of its insurance operations.
Excluding the impact of the Company’s discontinued insurance
operations and the income taxes paid related to that sale, net cash
provided by operations was $52.1 million in 2001 compared with
$43.3 million and $37.4 million for 2000, and 1999, respectively.

Liberty's net cash used in investing activities was $20.8 mil-
lion in 2001 compared with net cash provided by investing
activities of $359.3 million in 2000 and net cash used in invest-
ing activities of $25.8 million in 1999. The decrease in net cash
provided by investing activities in 2001 was due to the $567.6
million of net cash received from the sale of the Company’s
insurance operations during 2000, partially offset by the $274.5
million of cash used to acquire KCBD and the Civic
Communications television stations.

Cash flow used in financing activities for 2001 was $17.2 mil-
lion versus $251.0 million and $32.7 million in 2000 and 1999,
respectively. Cash flow related to financing activities fluctuates
primarily based on the level of borrowings or debt repayments.
Ouring 2000, funds from the sale of the Company’s insurance
operations were used to pay off the then outstanding balance on
its revolving credit facility.

During 2001, the Company repurchased 240,000 shares of its
common stock for approximately $9.6 million.

During 2000, the Company repurchased 683,500 shares of its
common stock for approximately $24.6 million.

On February 5, 2002, the Board of Directors of the Company
extended to February 28, 2003, the Company’s authorization to
purchase from time to time up to 4 million shares of stock in the
open market or directly negotiated transactions.
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In February 2000, the Company used $59.8 million from bor-
rowings under its credit facility to acquire KCBD, the NBC affil-
iate in Lubbock, Texas. On November 1, 2000, the Company
repaid this facility in full with a portion of the proceeds from the
sale of its insurance operations.

On August 25, 2000, the Company completed the redemp-
tion of all of the outstanding shares of its Series 1995-A
Cumulative Convertible Preferred Stock. Shares were called for
redemption at $35.00 per share plus accrued dividends for the
period from July 1, 2000 through the Series 1995-A redemption
date (September 5, 2000). Prior to the redemption date, all
shares of the 1995-A Series were converted into common stock.

On May 25, 1999 (“the redemption date”), the Company
completed the redemption of all of the outstanding shares of its
1994-A Series Voting Cumulative Preferred Stock, and its 1994-
B Series Voting Cumulative Preferred Stock. Shares were called
for redemption at $35.00 per share and $37.50 per share for the
1994-A and 1994-B preferred stock, respectively, plus accrued
interest from April 1, 1999 through the redemption date. Prior
to the redemption date, all shares of the 1994-A Series were con-
verted into common stock, and all but 8,170 shares of the 1994-
B Series were converted into commeon stock.

During 2001, the Company completed negotiations with NBC
regarding its network affiliation agreements, and entered into a ten
year agreement that calls for compensation payments from NBC
for the first five years and is compensation neutral thereafter.

The Company has committed to make certain investments in
its venture capital funds when called by the fund’s manager and
to provide additional financing related to certain of its private
debt holdings. The Company anticipates additional funding
related to its venture capital portfolio of $1.7 million over the
next two to five years, and funding of its private debt and equi-
ty holdings of approximately $7.1 million during 2002.

At December 31, 2001 and 2000, the Company had no out-
standing debt.

On March 21, 2001, the Company entered into a $100 mil-
lion unsecured 364-day revolving credit facility with a bank. At
the end of the term of the facility any outstanding principal and
interest will come due, unless the bank, in its sole discretion,
otherwise extends the facility. The facility provides that the funds
drawn may be used for working capital and other general cor-
porate purposes, capital expenditures, repurchases of common
stock, acquisitions, and investments. No draws were made on
this credit facility during 2001.

The Company is currently negotiating with a bank for a renew-
al of this credit facility. While no assurances can be given as to the
ultimate outcome of these negotiations, the Company believes that
it will be able to renew the facility on substantially similar terms.

The Company believes that its current level of cash, expected
future cash flows from operations, and its credit facility are suf-
ficient to meet the needs of its businesses. If suitable opportuni-
ties arise for additional acquisitions, the Company believes it
can arrange for additional debt financing or use Common Stock
or Preferred Stock as payment for all or part of the consideration
for such acquisitions; or the Company may seek additional funds
in the equity or debt markets.

Other Company commitments are shown in Note 17 to the
Consolidated Financial Statements. Further discussion of invest-
ments and valuation is contained in Notes 2 and 14 to the
Consolidated Financial Statements.

QUALITATIVE AND QUANTITATIVE
DISCLOSURES ABOUT MARKET RISK

Portions of the Company’s investment portfolio are exposed to
equity price and interest rate risk. The Company held equity
securities with a market value of $7.7 million and $1.6 million
at December 31, 2001, and 2000, respectively. As of December
31, 2001, the majority of the portfolio is invested in a bond fund
with a Aaa bond fund credit rating and an MR1 market risk rat-
ing from Moody’s Investors Service. Bond funds rated MR1 are
judged by Moody’s to have very low sensitivity to changing
interest rates and other market conditions, and as such tend to
mitigate the interest risk inherent in debt securities.

As of December 31, 2001 and 2000, real estate related invest-
ments totaled $13.4 million and $14.9 million, respectively.
These investments consist primarily of residential land and lots
in various stages of development and completion, and receiv-
ables related to prior land sales. The Company does not plan to
make any future investments in real estate, but will continue to
manage the existing portfolio to maximize the value to the
Company. Substantially all of the remaining investment real
estate is located in South Carolina.

Additional disclosures concerning the fair values in relation to
the carrying values of the Company’s financial instruments are
included in Notes 6 and 14 to the Consolidated Financial
Statements.

NEW ACCOUNTING PRONOUNCEMENTS
Statement of Financial Accounting Standards No. 141 & 142

During the second quarter of 2001, the Financial Accounting
Standards Board (“FASB”) issued Statement No. 141, “Business
Combinations,” and Statement No. 142, “Goodwill and Other
Intangible Assets.” Statement No. 141 requires that the purchase
method of accounting be used for business combinations initiat-
ed after June 30, 2001. The Company does not believe that
Statement No. 141 will have a material effect on its financial
statements. Statement No. 142 requires that goodwill and cer-
tain other identified intangibles no longer be amortized to earn-
ings, but instead be reviewed for impairments. The amortization
of goodwill and certain other identified intangibles ceases upon
adoption of the Statement, which for the Company will be
January 1, 2002. The Company believes that the effect of
Statement No. 142 will have a material impact on its financial
statements as its reported amortization expense will be signifi-
cantly reduced in future periods. The Company expects a
reduction in amortization expense of approximately $15.3 mil-
lion during 2002.
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Senior Officers

AND SUBSIDIARIES

Liberty Corporation
Hayne Hipp
Chairman & CEO

James M. Keelor
President & COO

Howard L. Schrott
Chief Financial Officer

Martha G. Williams
Legal Counsel

Jonathan W. Norwood
Controller

Cerporate Operations
Guy W. Hempel
Operations

Leon D. Long
Operations

Ronald F Loewen
Strategic Development

G. Neil Smith
Business Affairs/CableVantage

Steven A. Smith
Engineering & Technology

Mary Anne Bunton
Human Resources

Station Operations
Stephen P. Langford
WAVE-TV

Louisville, Kentucky

Robert J. Chirdon
WTOL-TV
Toledo, Ohio

Melbourne A. Stebbins
WIS-TV
Columbia, South Carolina

C. Dan Modisett
WLBT-TV
Jackson, Mississippi

Lucy Himstedt
WFIE-TV
Evansville, Indiana

Coby W. Cooper
KGBT-TV
Harlingen, Texas

J. Brad Streit
KLTV-TV
Tyler, Texas

Artie L. Bedard
KTRE-TV
Lufkin, Texas

C. Hoyt Andres
WSFA-TV
Montgomery, Alabama

Board of Directors

James M. Smith
WWAY-TV
Wilmington, North Carolina

James R. Wilcox
WALB-TV
Albany, Georgia

Bill deTournillon, Jr.
KCBD-TV
Lubbock, Texas

Leon D. Long
WLOX-TV
Biloxi, Mississippi

James D. Serra
KPLC-TV
Lake Charles, Louisiana

Clyde W. Anderson
KAIT-TV
Jonesboro, Arkansas

Other
Howard D. Buonasera
CableVantage Inc.

Robert Page Davis
TAKE TEN Productions

Fred W. McCoy
Broadcast Merchandising Corporation

Hayne Hipp '
Chairman & CEO

Edward E. Crutchfield ?

Retired Chairman

Wachovia Corporation

(formerly First Union Corporation)
Charlotte, North Carolina

John R. Farmer '3
Senior Director

Coldman, Sachs
London, England

W. W. Johnson 4

Retired Chairman of the
Executive Committee

Bank of America Corporation
Columbia, South Carolina

William O. McCoy 2
Partner

Franklin Street Partners
Chapel Hill, North Carolina

Frank E. Melton '
Chairman & CEQ
TV-3, Inc. Foundation
Jackson, Mississippi

John H. Mullin 11[ *2
Chairman

Ridgeway Farm, LLC
Brookneal, Virginia

Benjamin F. Payton *
President

Tuskegee University
Tuskegee, Alabama
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J. Thurston Roach 2
Private Investor
Seattle, Washington

Eugene E. Stone |V *
Chief Executive Officer
Stone International, LLC
Greenville, South Carolina

William B. Timmerman *
Chairman, President & CEQ
SCANA Corporation
Columbia, South Carolina

! Executive Committee

* Audit Committee
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THE LIBERTY CORPORATION AND SUBSIDIARIES

Corporate Information

Stock Data

The Liberty Corporation's Common Stock is listed on the New
York Stock Exchange under the symbol LC. As of December 31,
2001, 957 shareholders of record in 40 states, the District of
Columbia, Australia, and Canada held the 19,749,632 Common
Stock shares outstanding. Quarterly high and low stock prices and
dividends per share as reported by New York Stock Exchange
Composite Price History were:

Quarterly
Market Price  Per Share Dividend
High Low Per Share
2001
Fourth Quarter $44.25 $39.00 $ 0.22
Third Quarter 42.00 38.45 0.22
Second Quarter 40.00 33.80 0.22
First Quarter 42.32 33.25 0.22
2000
Fourth Quarter $42.50 $ 31.69 $ 0.22
Third Quarter 42.88 34.19 0.22
Second Quarter 43.88 30.75 0.22
First Quarter 4219 31.25 0.22
1999
Fourth Quarter $ 48.81 $ 40.50 $ 0.22
Third Quarter 54.19 45.13 0.22
Second Quarter 54.50 50.38 0.22
First Quarter 53.63 47.38 0.22

The Company expects to continue its policy of paying regular
cash dividends, although there is no assurance as to future divi-
dends because they are dependent on future earnings, capital
requirements and financial condition.

Registar and Transfer Agent
American Stock Transfer & Trust Company
59 Maiden Lane

New York, NY 10038

1-800-937-5449, extension 6820

Written shareholder correspondence and requests for transfer
should be sent to:

American Stock Transfer & Trust Company

Attn: Shareholder Relations

6201 15th Avenue, Floor 3L

Brooklyn, NY 11219

For a free copy of the 10-K or other information contact:
The Liberty Corporation Shareholder Relations

Box 502

Greenville, SC 29602

Telephone (864) 241-5400

Liberty on the Web

For the latest news releases and corporate and business
unit information, you can access Liberty on the web at
www.libertycorp.com

Annual Meeting

The Liberty Corporation will hold its annual meeting on
Tuesday, May 7, 2002, at 10:30 a.m. at The Westin Poinsett locat-
ed at 120 South Main Street, Greenville, South Carolina, All
shareholders are invited to attend.
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